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Foreword

Communities throughout the Republic of Georgia are at a crossroads.

Since the collapse of the Soviet Union, this country of 4.4 million people has experienced rapid social and economic change,
confronting numerous ethnic and territorial conflicts while initiating an ambitious program of reform. In an effort to meet these
challenges, development assistance has largely focused on meeting peoples’ basic needs, ensuring that women, children and
men had enough food, shelter and basic services to survive. This work was a marked success, leading to stabilization of the
situation and stimulating dramatic change in November 2003.

The 2003 “Rose Revolution” introduced a new optimism throughout Georgia and willingness to make a difference. Relations with
the west have been gradually normalized and enhanced, stimulating larger-scale investment and opportunity. The installation of
Georgia’s new government through popular and peaceful democratic action has inspired new hope and ambition in citizens and
communities across the nation, and inspired renewed confidence in international donors and investors alike.

Leaders, such as the United States Agency for International Development (USAID), have recognized the opportunity for
Georgia’s transition from relief to economic development through long-lasting positive change at the local level. Programs such
as the new Georgia Employment and Infrastructure Initiative (GEII) have been specifically designed to promote this transition.
Through a strategy of promoting local leadership and economic action, communities throughout Georgia are gaining the skills
and experience necessary to lead their own development long into the future.

It is with these factors in-mind that CHF International designed this Socio-Economic Inventory Assessment (SEIA) at the outset
of the GEIl project. Focused on local economic development and community action, the SEIA has the dual objectives of 1)
Informing the strategy of GEIl and other community-based economic development initiatives; and 2) Establishing a measurable
baseline for the GEIl project. In essence, it is a balance sheet for reflecting community assets, opportunities and constraints in
all ten regions throughout Georgia.

It is CHF International’s hope that this SEIA will serve as a tool to orient leaders throughout Georgia's development community
to design and implement programs that most effectively translate capital contributions into long-term economic development
investments. In this sense, the SEIA is not only a tool for GEIl, but a foundation for all community economic development
organizations committed to incorporating new ideas into their programs. For these reasons, it is my hope that the SEIA, in
addition to assessing current capacities throughout Georgia, will highlight issues that stimulate the debate on how to best assist
communities to meet their own needs and initiate change.
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1 Executive Summary

The Republic of Georgia has experienced dramatic social and economic change since the collapse of the Soviet Union.
Georgia’s transition over the past decade has created a set of development challenges previously unknown, placing a great
strain on the country's people and resources. Poverty increased sharply, and means of social protection have rapidly
deteriorated. As disparities in income dramatically inflate, the Georgian population suffers from a collapse in public spending on
infrastructure, health and social services, as well as loss of wealth and economic opportunity. Despite the challenges, renewed
optimism and “a willingness to make a difference”, inspired by the November 2003 “Rose Revolution”, are present throughout
Georgia. Relying on popular and peaceful democratic action, Georgia's new central government has inspired new hope and
ambition in citizens and communities across the nation, instilling confidence in international donors and investors alike.

Designed and implemented by CHF International and funded by the United States Agency for International Development
(USAID), the Georgia Employment and Infrastructure Initiative (GEI) works to address the myriad challenges facing
Georgia’s long-term development, building on community initiative, hope, and economic potential. The goal of this five-year
project is to improve essential economic infrastructure services and generate income for an economically and socially
empowered citizenry in Georgia. Hundreds of communities across Georgia will have the opportunity to participate in GEIl and
increase their organizational capacity and economic development.

Setting the framework of GEII, a key initial step is the establishment of baseline data and identification of program strategies that
will maximize impact and effectiveness. To this end, a Socio-Economic Inventory Assessment (SEIA) was carried-out by
CHF International and a competitively-selected local survey firm partner, the Psychological Counseling and Rehabilitation
Center, supported by the Analysis & Consulting Team (ACT). Engaging in-depth quantitative and qualitative methods, the SEIA
surveyed over 1,000 potential GEIl clients in over 100 communities throughout Georgia. On the basis of survey results, mid-term
and final evaluations of the GEIl program will be conducted, measuring change by comparing SEIA baseline data to progress
made under the GEIl program.

Respondents and communities targeted for the implementation of the SEIA closely mirrored the targeted beneficiaries
of the GEIl program and were calibrated to established population data to ensure a statistical significance of 95% with a 3.2%
margin of error. A snapshot of the respondents’ profile includes:

» 40% from the conflict-prone regions of Samskhe-Javakheti and Kvemo Kartli;

» 57% women, 17% youth;

» 86% Georgian, 6% Armenian, 5% Azeri and 3% other (Ossetian, Greek, Russian, and Assyrian);

> Average monthly income of $42, 21% unemployed and 20% owning a business.

In relation to Local Economy, Infrastructure and Employment, key findings strongly indicate that the majority of
developmental constraints facing communities are economic-related:

» Nearly % of respondents indicated people are leaving rural communities due to a lack of employment opportunities;

» Over 50% of critical constraints facing communities are related to infrastructure and services, especially in rural areas.

This is particularly the case as relates to electricity, roads, gas and water supply;

» Major constraints facing small business development include lack of capital (poor savings, inability to secure loan
capital), inaccessibility of raw materials, and poor infrastructure and transportation. Lack of savings was cited as the
number one reason that respondents are not starting or expanding businesses.

Shortages of information and poor market access constrains small enterprise development, isolating would-be
entrepreneurs from both markets and diverse social groups;

Weak consolidation of economic resources at the community level;

General shortage of entrepreneurial spirit, innovation and investment.

Rare instance of partnership between business, local government and civil society.

YVVV VY

As regards Community Initiative and Inter-ethnic Exchange, key findings clarified complex Georgian understandings of
“community”, indicated weak initiative and awareness on the community level, and identified key points of interaction between
diverse ethnic groups:
» “Community” is most often defined as a group of people who: 1) work together; 2) have common views, interests and
problems; 3) live in the same village; and / or 4) share common roots / customs;
> Despite very limited interaction and engagement, communities consisistently look to government to address their
needs. Although nearly 80% of respondents had never attended a meeting with a government official, 91% indicated
that they turn to the government to address their concerns.
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>

>

The typical profile of a leader in Georgia_is male, in his forties that is in 80% of cases an elected official, and in almost
all cases, not involved in the business sector.

Despite demonstrated instances of community initiative (especially in the case of “mobilized communities”), overall
public awareness and engagement with indigenous leadership networks, civil society organizations and interest
groups is alarmingly low. Only 9% of survey respondents had even heard of a formal or informal group in their
community.

There is weak inter-ethnic communication and isolation, especially in the conflict-prone regions of Samskhe-
Javakheti and Kvemo Kartli. Only 20% of Azeri and Armenian survey respondents spoke Georgian. 42% of
respondents indicated that they or members of their household have a relationship with people from other ethnic
groups.

Interaction between ethnic groups takes place primarily in markets, where diverse ethnic groups come together
for trade.

Ethnic conflicts primarily arise as a result of: 1) personal issues; 2) property; and 3) agricultural land.

There is a general reluctance of survey respondents to acknowledge conflict or the potential for it. 91% of
respondents said that they have never heard about or experienced a misunderstanding or conflict between ethnic
groups in the past two years.

Based on key findings of the SEIA, the following key recommendations to guide a successful GEIll program strategy are:

>

To address key infrastructure and service demands of the population and promote a strongly-voiced need for enhanced
economic development, substantial project interventions should be focused on the rehabilitation of enabling
economic infrastructure promoting cost savings and stimulating investments. Such improvements include: Utilities
such as gas, potable water, irrigation, and decentralized electrical supply.

Critical constraints regarding access to market, rural trade, and the consolidation of resources in rural areas can
be addressed through the improvement of roads and transportation networks, establishment and / or rehabilitation of
collection centers and storage facilities, facilitation of business partnerships, and creation of Regional Economic
Development Councils. Such interventions would be bolstered through complementary business promotion and
association development activities.

Long and short-term employment opportunities can be established and strengthened through the implementation of
labor-intensive projects, partnership with business in community projects, referrals to credit providers, design of market-
based project initiatives, and re-orientation of community focus to entrepreneurial activities and competitive advantage.
A strong Public Awareness and Marketing component of GEIl will greatly facilitate enhanced community awareness
of the effectiveness of non-governmental, community-based initiatives, thereby creating a “demonstration effect” for
communities across Georgia and consolidating civil society leadership networks.

Active partnership and engagement with government, particularly at the municipal and district levels, will build on
the hope and optimism established during the Rose Revolution and the strong standing that government enjoys within
communities. This engagement should be formalized through joint contributions and participatory planning and
budgeting efforts to the greatest extent possible, short of allowing government to co-opt the community development
process.

Efforts to promote increased inter-ethnic exchange and conflict reduction will likely be most effective by fostering
economic relationships and dependencies, facilitating multi-community inter-ethnic partnerships, business relationships
and market activity. Projects should be avoided that have the potential to create direct competition over resources.

The following assessment report is divided into six major sections. The first section, “Background”, provides information on the
development context, the GEIl program, and the SEIA itself. Section 2, “SEIA Approach and Methodology” lays out the approach
used in conducting the assessment and the profile of survey respondents. Section 3, “Overall Findings”, provides the synthesis
of the key findings and is followed by survey data tables. Section 4 lays out the regional variations and data is disaggregated by
each targeted region. Section 5 is an analysis of the data and provides conclusions and recommendations for GEIl's strategy
and implementation.
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2 Background

2.1 Development Context

The Republic of Georgia is a small, lower income country situated in the heart of the Caucasus region. This country of 4.4 million
people has experienced rapid social and economic change since the collapse of the Soviet Union, confronting numerous ethnic
and territorial conflicts while initiating ambitious programs of reform. Overcoming significant development challenges, Georgia’'s
is making progress in its transition to a democratically governed market economy. The transition has not been smooth and has
placed a great strain on the country’s people and resources. Poverty has increased sharply, as incomes and means of social
protection have rapidly deteriorated. As disparities in income dramatically inflate, the poor suffer disproportionately from a
collapse in public spending on infrastructure, health and social services, as well as loss of wealth and economic opportunity.

Despite the challenges, renewed optimism and “a willingness to make a difference” inspired by the November 2003 “Rose
Revolution” are present throughout Georgia. Through popular and peaceful democratic action, Georgia's new central
government has inspired new hope and ambition in citizens and communities across the nation, instilling renewed confidence in
international donors and investors alike. A government previously constrained by centralization, ineffective national governance,
and rampant corruption now embarks on an ambitious program of reform, initiating efforts of enhanced civic participation,
transparency, and the establishment of peace and security within its borders.

2.2 Background on CHF International’s Georgia Employment and Infrastructure
Initiative (GEII)

In order to capitalize on the opportunities and promise of Georgia’'s recent developments, the United States Agency for
International Development awarded CHF International a five-year, nation-wide $19 million program entitled the Georgia
Employment and Infrastructure Initiative (GEIl). The GEIl program works directly with communities throughout Georgia to
equip them with the skills and resources to initiate and sustain positive change and economic development on their own.

The goal of CHF's GEIl program is to improve essential economic infrastructure services and generate income for an
economically and socially empowered citizenry in Georgia. Hundreds of communities across Georgia will be provided the
opportunity to participate in GEIl and increase their organizational capacity and economic development.

Cooperating closely with the government, private sector, and other development partners, Community Development Councils
(CDCs) will take leadership roles within their communities, working to prioritize their development needs and implement
demand-driven social, economic, and environmental projects set within a longer-term planning framework.

Promoting reduced conflict and enhanced stability, GEIl community projects will create economic opportunities and promote
cooperation within and among Georgia’'s underserved rural populations. GEIl will facilitate social and economic interdependence
among communities by providing incentives to work together, build trust, and develop relationships that will last well into the
future.

CHF~GEII Objectives

= Stimulate communities to engage in participatory, community-wide planning and take action to improve services and
infrastructure;

= Increase communities’ capacity to leverage resources and support through innovative partnerships with government, the
private sector, and other empowered communities;

= Promote entrepreneurship and create long- and short-term employment opportunities;

= Advance stability and reduce conflict through undertaking joint community initiatives.

2.3 GEIll Socio-Economic Inventory Assessment (SEIA)

In order to develop a baseline for the impact of the Georgia Employment and Infrastructure Initiative program, CHF, working with
Psychological Rehabilitation and Counseling Center as the local partner, and supported by the Analysis & Consulting
Team (ACT), conducted a comprehensive Socio-Economic Inventory Assessment (SEIA). The objectives of the SEIA were to
take inventory of the:

= Current ability of communities and citizens to organize and address their own socio-economic needs;
= Potential sources of conflict and cooperation within and among communities;
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= Means of current community representation;

= Attitudes toward, and engagement with, local government and the private sector;
= Employment and income generation opportunities; and

= Access to capital and financial resources.

Results of the SEIA will be used to track the future progress of GEIl interventions and facilitate the identification of clients and
intervention strategies that will enhance the effectiveness of the program. Mid-term and final evaluations of the GEIl program will
be conducted, measuring change by comparing baseline data to progress made under the GEIl program.

CHF International 8 2005



Georgia Employment and Infrastructure Initiative (GEII) Socio-Economic Inventory Assessment

3 SEIA Approach and Methodology

CHF International, in cooperation with its local partner, used qualitative and quantitative research methods. A structured
questionnaire was designed and 1,000 surveys were conducted in 100 communities throughout Georgia. The Psychological
Counseling and Rehabilitation Center, supported by the Analysis and Consulting Team (ACT), conducted multiple interviews
with a varied sampling within each surveyed community. ACT conducted 20 in-depth interviews in Samtskhe Javakheti and
Kvemo Kartli. As well, focus groups were conducted by CHF in various regions of Georgia to supplement quantitative survey
data. Results of the survey were compiled using advanced statistical methods, establishing baseline data used to track future
progress of GEIl interventions and facilitating the identification of communities and clients that will benefit the most from GEI
assistance.

3.1 Survey Methodology

3.1.1  Quantitative Methods

Descriptive quantitative research provided statistically reliable data on the studied variables, enabling researchers to measure
study indicators (frequencies, correlations, factor analysis, etc.), develop relevant conclusions, and frame conclusions and
recommendations.

Face-to-face interviews were the primary survey methodology engaged. Interviews were carried out by ACT professional
interviewers in two languages: Georgian and Russian. 90% of the interviews were conducted in Georgian, and 11% in Russian.
The quantitative survey tool was a special structured questionnaire. The questionnaire was primarily composed of closed
questions. Average duration of interviews was 20-25 minutes. Upon completion of the fieldwork, information obtained was
processed using Statistical Package for the Social Sciences, version 11.0 (SPSS 11.0).

3.1.2  Qualitative Methods

In-depth Interviews - This is a qualitative research method, conducted individually to offer a deeper understanding of why
people hold particular views, how they make judgments, and reach conclusions. This method offers insights not available
through structured quantitative research, but is not intended to be statistically reliable.

The non-structured questionnaire was developed by CHF and ACT and used as the in-depth interview tool. The questionnaire,
composed of open-ended questions, was based around the same themes used in the structured survey. The interviews lasted
between 30-40 minutes, and were audio recorded for verification and analysis.

Twenty in-depth interviews were conducted in the Samtskhe Javakheti and Kvemo Kartli regions. To allow cross-referencing and
verification of results, communities were chosen from the list of sites chosen to participate in the structured survey. To facilitate
the process, community leaders were identified and invited to participate in the process. Where community leaders were not
identified, interviews were conducted with local government representatives. While government officials are generally well
informed about the community, they are obviously biased in their opinions of the government. Only four interviews, two in each
of the regions, were conducted with non-governmental respondents.

Focus Groups - In order to supplement the quantitative information gained in the survey and get direct information from
community members themselves, focus groups were conducted in various regions throughout the country. From November 21
to December 1, 2004, CHF conducted 12 focus groups in six regions of Georgia. Most of the groups surveyed had been
previously mobilized by NGOs, but self-organized and informal groups of community members were also interviewed. The
locations where focus groups were conducted included both urban and rural areas ranging in size from 190 to 50,000 people
and included the regions of Kvemo Kartli, Kakheti, Shida Kartli, Imereti, Ajara, and Samtskhe Javakheti. Two of the focus groups
included members from different community groups and villages. A total of 20 different groups were interviewed representing 15
communities.

Several interviews were conducted with ethnic minorities including Armenians in Akhalkalaki, and Azeris in Marneuli. While most

of the remaining interviews took place in Georgian communities, several of them either contained other ethnic groups or were
near villages that are composed of other ethnic groups.
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3.2 SEIA Approach

3.2.1  Pilot Study

To test and finalize the structured questionnaire, a total of 15 interviews were conducted in Thilisi as part of a pilot study. After
completion of each pilot interview, interviewers filled out an evaluation form developed particularly for the pilot study, offering
comments and recommendations. As a result of this, the questionnaire was edited and finalized based on the notes/ comments
provided by interviewers.

3.2.2  Target Group

The target group of the quantitative study was general public of 18 and over. The survey area was the Republic of Georgia,
excluding Abkhazia, South Ossetia and the following five cities: Thilisi, Batumi, Poti, Zugdidi, and Gori. Total sample size of the
study was 1000. The sample size ensures 95% significance level with a maximum 3.2% of sample error for the 50% variable.

Seeking a better understanding of qualitative and sensitive issues -- including reasons of particular attitudes community
representatives have toward the local government or private sector, types of conflict and cooperation within and among
communities, as so forth — formal and informal community leaders were targeted for in-depth interviews. In total, 20 in-depth
interviews were conducted in Samtskhe Javakheti and Kvemo Kartli Regions. Interviewees included: 16 local government
representatives, 2 community group leaders or active members, 2 knowledgeable youths (18 — 30 yrs) and 1 business leader.

3.23  Sampling
A multi stage cluster sampling design was used during the survey. The following steps were applied to develop the sample
design:

1. The total population was divided into three zones:
WEST -Ajara, Guria, Imereti, Racha Lechkhumi and Kvemo Svaneti, Samegrelo and Zemo Svaneti
EAST - Kakheti, Mtskheta Mtianeti, Shida Kartli
SOUTH CENTRAL - Samtskhe Javakheti, Kvemo Kartli.

40% of surveys (400 interviews) were carried out in the South Central zone. The remaining 60% (600 interviews) were
distributed equally throughout the East and West zones. This matches up with the planned GEIl programming of
resources on a proportional basis.

2. The total population was divided into strata. According to the requirements of the GEIl program, the following big cities
were included into the survey as separate strata: (1) Kutaisi, (2) Marneuli, (3) Akhaltsikhe, (4) Akhalkalaki, (5) Rustavi,
(6) Bolnisi, and (7) Telavi. The remainder of the population was divided into two strata: (1) areas with groups formally
mobilized by NGOs; and (2) areas without previous mobilization initiatives. Of the total number of surveys, 20% were
conducted in communities experienced in community mobilization. Half of those interviews were conducted urban
areas, and the other half in randomly selected villages. The remaining 80% of surveys were conducted in areas without
groups mobilized by NGOs.

3. Of the total number of surveys, 10% (100 interviews) were conducted in big cities in Georgia (Kutaisi, Marneuli,
Akhaltsikhe, Akhalkalaki, Rustavi, Bolnisi, and Telavi), while 12% of surveys (120 interviews) were conducted in other
towns/district centers. The remaining 78% (780 interviews) were conducted in villages.

4. In the urban areas, the Census Unit (CU) was used as the Primary Sampling Units (PSU). In rural areas, the village
was used as PSU. 10 interviews were conducted in each PSU. A total of 100 PSUs were selected according to the PPS
method.

5. Households, selected through the Random-walk Procedure, were considered Secondary Sampling Units (SSU).

6. Finally, a specific respondent within the household was selected to be surveyed. The respondent interviewed was
considered to be the most informed member of the household. Only one interview was conducted per household.

7. After data collection was completed and inserted into the database, it was weighted in accordance to population density
of each region. This was done to ensure that the results are representative and can be disaggregated on urban/rural,
as well as regional levels. The weight of each household was defined as the reverse value of its probability to be
dropped into the sample.
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3.24  Quality Control

After completion of fieldwork, a quality control group checked 20% of the interviews. 80 interviews were conducted by phone,
and 120 were conducted on the spot. The respondents were asked: (1) whether the interviewer visited the household, (2)
duration of the interview, (3) topics of interview, and (4) several questions from the survey tool (age, languages spoken,
household business). All interviews were confirmed.

In-office consistency checks of all completed questionnaires were also carried out by ACT, with appropriate corrective follow-up
actions to resolve any inconsistencies. Corrective actions included calling supervisors and interviewers, and discussing any
inconsistencies with them. Based on these conversations, mistakes were corrected by either the Project Coordinator or
interviewer. If consensus could not be reached, the questionnaire was sent back to the respondent to resolve the problem.
Based on the procedures mentioned above, all completed questionnaires (100%) were entered in the statistical database.

3.25 Interviewer Training

Based on the training materials, the ACT Project Coordinator trained and instructed the interviewers on the qualitative and
quantitative survey objectives, survey tools, and sampling procedures. All interviewers participated in mock interviews where
they acted as interviewers as well as respondents. Afterwards, the completed questionnaires were reviewed and discussed in
the group. Special attention was paid to common mistakes and other difficulties.

3.26  Survey Activities
The survey activities were conducted in four separate phases beginning November 15, 2004. A detailed work description of the
SEIA in each phase is given below (see Table #1).

Table #1 - Survey Timetable
WORK DESCRIPTION WEEKS

INDEPTHINTERVIEWS [ I [l [ Vv |
.

Developing qualitative survey tool (guide)
Translating qualitative survey tool

Training interviewers

Conducting in-depth interviews (20 interviews)
Preparing transcripts

Preparing in-depth study report

QUANTITATIVE STUDY

Developing quantitative survey tool (questionnaire)

Al
1

v

Translating quantitative survey tool
Developing sample design

Pre-testing

Editing questionnaire

Printing Questionnaires

Training of Interviewers

Conducting fieldwork (1000 interviews)
Carrying out quality control

Revising questionnaires/ coding questions
Entering data

Cleaning the file/ statistical analysis

Preparing quantitative study report
FINAL REPORT
Preparation of initial results report

NI

&

1-NNANN RNEEANR-AA
NI

- i

3.3 Community Demographics

A total of 15 distinct ethnicities were reported by the respondents. However, they are not evenly distributed, and tend to create
monolithic communities. This is particularly obvious in areas where minorities become majorities, such as the Azeri population of
Kvemo Kartli and Armenian population of Samtskhe Javakheti. Under such circumstances, the critical mass of a population
breaks out of the restraints of a mere group, and is sufficient to create a community in a larger sense. Such shifts can influence
overall